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ARTHUR ANDERSEN & CO. 


67 WALL STREET 
NEW YORK 


To THE BoarD or DIRECTORS, 
RocHester & LAKE ONTARIO WATER SERVICE CORPORATION: 


We have examined the balance sheet of Rochester & Lake Ontario Water Service Corporation (a 
New York corporation) as of December 31, 1943, and the statements of income and surplus for the 
year then ended, have reviewed the system of internal control and the accounting procedures of the 
Company and, without making a detailed audit of the transactions, have examined or tested accounting 
records of the Company and other supporting evidence, by methods and to the extent we deemed appro- 
priate. Our examination was made in accordance with generally accepted auditing standards applicable 
in the circumstances and included all procedures which we considered necessary. However, we did not 
examine the Company’s determination of original cost of utility plant. 


Utility plant includes amounts allocated to organization expense and rights of way aggregating 
approximately $1,100,000 which were excluded by the Public Service Commission of New York in its 
determination of “original cost’ in connection with a rate case in prior years. The Company has made 
no provision for the amortization, depreciation or other disposition of this amount and has not com- 
pleted its studies with respect to its depreciation requirements. As indicated in Note 1 to the balance 
sheet the annual provision and reserve for depreciation are substantially less than those determined by 
the Public Service Commission of New York in 1935. 


Except for the effect on the financial statements of the matters discussed in the preceding paragraph, 
in our opinion, the accompanying balance sheet and related statements of income and surplus present 
fairly the financial position of Rochester & Lake Ontario Water Service Corporation at December 31, 
1943, and the results of its operations for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


ARTHUR ANDERSEN & CO. 


New York, N. Y., 
February 29, 1944. 
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ROCHESTER & LAKE ONTARIC 


Balance Sheet— 


ASSETS 

Uritiry PLANT, including intangibles (see auditors’ certificate and Notes 1 and 2) ccc $5,077,014.87 
MISCELLANEOUS INVESTMENTS AND SPECIAL DEPOSITG...........cccssssssccccccssssesccecccesssseceeceeescssensacaeeecees 1,307.26 
CURRENT ASSETS: 

2235 | AA ie cre eal Ses LEN OKs EOC WAN STEIN EMME HLRG RK oR Eh abie CUR ASOD NRTA a La $117,511.44 

U. S. Treasury certificates of indebtedness—at COST... eee ecseessseesseeeereeenee 20,000.00 

Accounts receivable, less reserve Of $3,927.40... ccesscssseescceececeeeeneeeeesceeeeees 66,780.54 

AGOPHGd UWEMITY  TFAVOOUC ie es ile, UU UE A LS Aa Un ery ee 21,486.50 

Materials and supplies—priced at AVETAGE COST...........ccccccccccccsesenseeteeseceseescescaeee 28,025.94 

Prepaid) (FAXCS) INSULANCE, Obese cavesi ses ocss nes asc tedlevadhoeluveoe Pe eae Vue tea eh eerau Geen Meena 5,715.15 259,519.57 
DEFERRED CRARGWS Uc tk I es aA gL Rd Ue ee UR ad Ua ac oi ee 1,194.49 


See accompanying explanatory notes which are an integral part of the above balance sheet. 


$5,339,036.19 


[4] 


VATER SERVICE CORPORATION 
cember 31, 1943 


LIABILITIES 


CAPITAL STocK: 


7% Cumulative Preferred— 


Authorized, 10,000 shares $100.00 par value—8,333-1/3 shares issued and 
called for redemption April 1, 1928 


(DR TRE Lt eA 022» JR Spe IPA CO aR ce ATR EN nan $ — 


Common— 
Authorized, 2,000 shares without par value 
Issued and outstanding, 2,000 shares—stated at....cccccccccccsccssssscssecesscsececcceece 50,000.00 


First Morteacs 5% Goup Bonns, maturity extended to March 1, 1951 ($500,000.00 prin- 
cipal amount called for redemption March 1, 1944) (see Note 2) .eccccccoccocsccsscesssseccsccesescceceeeece 


Duz to New York Warer Service CorPoratTion—Loan account (non-interest bearing) 
(EE aa ll Malta nae i AA RAR hat Se GEIS CIC USE otra ARAL. Mot tak Fe nN aay de GO 


CuRRENT LiaBiuities (Exclusive of above loan account and First Mortgage 
Bonds called for redemption March 1, 1944): 


2 TO Sa TRG let larder tna te sande A as I est Se a Maa al $ 13,932.70 
Customers’ deposits and accrued interest thereon....cccccccccccocsscsseccscssssceeceecees 10,854.43 


Accrued liabilities— 


ie Vg TTA CO cosh OA fas ts A RPE SRG tel RRA Oe EO ES RR Ga Oe wey Be 37,938.41 
CUTS TE GOT ATED ald 8G a lee Se ER Sn NI aR a Rg 48,641.91 
EES ag fy toner MCP TDG te 77 Was C12) RRA a TR A RR RUN ARAL Di 26,833.33 
TUCO EN PSUS OSeSY) p LA) 2 ood See Ra ap i) IS? Ns RR BN re el 7,385.63 


DEFERRED LIABILITIES: 


SeeMOIE TL AUVANICOS \FOT (| COMSETUCEION 06) ccc scssss dh ccc dudedesvandese chs dycnscle gtlhe eves $ 12,297.77 

BPO STON POV GIMUG’ oc ccdesceh ees dcdaceaavou esata eae ANNE Wace orga ELA Lees LF 53 aes ol 165.75 
RESERVES: 

Depreciation—see auditors’ certificate and Note Leecccccccccccccsccscccsesseccccccccsccceeee $720,016.28 

PENG oy ts tye ee A Mig SI kei el PR la eR SE are pea APL OR al AP Raul HC aa ne Rea 530.59 
COMmPEIBOTIONS:. INA ID) OF | CONBITRU CTION ji... csoarionacavact si duchdesdbattecaleloceeslllsscclabh foee cdoenuee Luebalbe cake 


DonaTeD SuRPLUS—Less premium on redemption of preferred stock of $41,666.67 (no 
PHAR MOLE?) WORD OL OED) tole ute nL PE oy tel bulk ok lo iM Mas oe NPA RB oye lt, 


PARED OSCE A ILS agin Stee Neer Mee TUM Ay IT SRR OAD AEG A ech ait ap aban ty Many Never 


$ 50,000.00 
1,610,000.00 


350,000.00 


145,586.41 


12,463.52 


720,546.87 


48,949.88 


1,143 ,333.33 


1,258,156.18 


$5,339,036.19 


(1) 


(2) 


ROCHESTER & LAKE ONTARIO WATER SERVICE CORPORATION 
Notes to Balance Sheet—December 31, 1943 


Utility plant is stated at cost as of January 26, 1928, date of consolidation of constituent companies, 
plus subsequent additions at cost, less retirements. 


The Public Service Commission of the State of New York prescribed a Uniform System of Accounts 
for water-works corporations, effective January 1, 1938, requiring among other things, a reclassifi- 
cation of utility plant accounts so as to record the difference between “original cost’ and the amount 
at which earried at January 1, 1938; and also requiring depreciation accounting. The Company 
completed the property studies required to determine “original cost” of utility plant and has reclassi- 
fied its utility plant accounts. The “original cost” thus determined as of December 31, 1943 is set 
forth below: 


“Original cost” as determined by the Company— 


Intangibles (organization ‘OXPOMSE) sche, fell sleuogedetesecuraregeus nusatipees cabelas ceual $ 368,160.98 
Tanai bla DROPOREY |: lash sts iouuyncehcldateccabecaseveuaus sureabaese Pubusseaaseubenddoa Cane Satan eusaat aang 4,839,562.46 
$5,207,723.44 

Léss-—Cost ‘Of sabe lity: 1a hi x hack co hesas dadehs eoalastantbacerocuueae dt ekdauesbanusenseenine: Mevdees 5,077,014.87 
Excess Of \“Orizinal \GOSG COVER } COST A secisccssccssuesscsseteeteascs suis peses alas $ 130,708.57 


The Company’s determination of “original cost” has not been finally reviewed or approved by the 
Public Service Commission of New York and the Company has not completed its final determination 
of its depreciation requirements. No program for the depreciation, amortization or other disposi- 
tion of such excess has as yet been adopted. 


Included in the “original cost,’ as determined by the Company, are items aggregating approxi- 
mately $1,100,000 (including $356,250.00 of the amount shown above as organization expense) which 
were excluded by the Public Service Commission in its determination of “original cost” as of Decem- 
ber 31, 1935, in connection with a rate case involving the Rochester Plant of the Company. In ¢con- 
nection with this rate case, which was terminated by compromise in, 1937, the Commission did not 
make a definite finding of value for rate-emaking purposes, but for the purpose of considering a 
return based on “original cost” less depreciation (accrued on a straight-line method) as of Decem- 
ber 31, 1935, set forth a tabulation which is summarized below (as compared with a gross book value 
of the Rochester Plant at that date of $4,514,797.33 and a total reserve for depreciation per books 
of $545,424.14, after reflecting entries recorded in 1942 to reverse appraisal) : 


Original: cost nol“ Geprecia ble ‘ProOperey wii alison coceoccos son savaobtee tas abuvandessasancetssbueeeuees $3 ,449,298.00 
Land (at present value), rights of way and easements .............cccesesssrseeeeees 89,328.00 
DF peasy EVs em EIS. ME OC MODE COS eUNE Raa ere nE un VEAL mR TU SPU UDAUEH pL HATA BENUpisy APU GINA De YB Au. 28 7,629.00 
PROG We 2 LU cce sucks CUS Cesc ea CU Gans s anual deQe sled edatah cups Salen mea anne cee LOELE Mucins age stam $3 ,546,255.00 

Tess Accried' depreciation | oc i eet a ae so cae ee 848,767.00 
VG iecvesssass covesiaseertisctes tautostues one Rbevos sul Gives beacavouen toca easy a hater etnte Rtee suelo peas $2,697 ,488.00 
ANP OTRAS CAD Tree eee eee eee aU Lee Aen 25,000.00 
$2,722,488.00 

Deduct Contr Di tions iiss sos. suvosesdansersaseassucecadlabecutatesec dees iu varsecae weeumty sens MmrneatuaLLe 51,780.00 
MNT id scphenteosee Man castle aap eee seca yaieae eae eae Aiea J NOS ee Oey ia ae aa $2,670,708.00 


The annual amount for depreciation included in the above finding of the Commission as applicable 
to the year 1935 was $58,653.00. No computation has been made of what the annual amount would 
be if brought to date but such amount would be materially increased. 


Under an agreement dated January 26, 1928, the Company has subjected all its properties and fran- 
chises to the lien of the indenture securing the First Mortgage Gold Bonds of New York Water 
Service Corporation (the parent company) subject, however, to the lien of the Company’s own mort- 
gage. In consideration therefor, the New York Water Service Corporation has agreed, among other 
things, to pay or cause to be paid all funded debt of the Company and accrued interest thereon. 


In addition to the $89,000.00 principal amount of First Mortgage Bonds required to be retired on 
March 1, 1944 through operation of the sinking fund, $411,000.00 additional principal amount of 


such bonds have been called for redemption on March 1, 1944, funds for which were provided by 
the parent company. 
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ROCHESTER & LAKE ONTARIO WATER SERVICE CORPORATION 


Statement of Income 
For the Years Ended December 31, 1943 and 1942 


Year Ended Increase 
December 31, or 
1943 1942 Decrease 
Ce me AE AMET EVENT ULES 60 dec cada nc nalld (aveton tae abecenntacacvbedrschecl piodvane $661,008.71 $656,474.33 $4,534.38 
OPERATING EXPENSES AND TAXES: 
RUMI SP OMNES EEMMCET GS CEREISSTI 5.0 coc cussed nc aus Sans isessacserecs ocasbuntvesderseusetqus see $264,226.05 $263,391.98 $ 834.07 
Regulatory COMMISSION CXPENSES..........ccccccccrrrressssscccsssccsscsessees 7,910.15 5,798.83 2,111.32 
General expenses transferred to Construction............cccceseees §,989.98 8,182.43 2,192.45 
Provision for uncollectible accounts.............csscsececcssssseesceceeees 720.00 720.00 —- 
a RRMRIMRT Gk PME Tec  Los ccaccvenk ceededesatoude ce stseverrendcstansdnysoesecs 28,253.35 29,481.54 1,228.19 
Depreciation (see auditors’ certificate and note)............+ 26,574.96 28,969.90 2,894.94 
Taxes— 
Ee eame NRE VERE GIEG (CCDs iv occe ahs nsastetuneuvesne cnciediehucecenayaserasisucneedcshesaee 68,642.92 64,094.21 4,548.71 
eR ANCE MUNG ease et CN vadat che sca4 tee focunanstsvenbeescoseves love dVenaveccttussedecdevese 17,268.90 16,547.14 721.76 
IPOS CELE GU es coed ec actus davads i caswanaystnccaceadcecodteeadesecacene 4,241.51 4,326.33 84.82 
Federal income (no excess profits tax payable)..............0 48,100.00 48,600.00 500.00 
PERT MEN se eile ee elle ola Vat iden dns as dthnicdve evan banesaceneseban sece 1,720.50 2,033.70 813.20 
RUDE Perec cree tee eRe accr ties teeelcceseess vashakeltapeapsiveosasevevigias $461,668.36 $455,781.20 $5,887.16 
NCCE UTI S Sie et tt tak eis seeden dake pacetcotateatacaose tens $199,340.35 $200,693.13 $1,352.78 
RMR Ee MEIC Se USO Cane cleus yecOes oscar denny saad tcpiedcvnges sorted peshes ssavarescsenss 232.96 59.64 173.32 
$199,573.31 $200,752.77 $1,179.46 
INCOME DEDUCTIONS: 
EEE OeE POC OTL LOE TC CDs sihcseceos ccs donates ocdscecatcecaaccposeanevacceess $ 81,208.33 $ 85,425.00 $4,216.67 
Interest charged to COMStructiONn..............cccccccccssssseccccscccseseceecs — 1,223.70 1,223.70 
NOU TLIMOOIS TAN LOTOAL OCCLo-tessssuecessatichevetebsceearcsincsbesdokevoesevenea 1,882.11 147.79 1,734.32 
TRUE La aacdace gaev’ Ce len deeieedestet sft Sysson sateen sceteericces spat cen cebnws $ 83,090.44 $ 84,349.09 $1,258.65 
Pe PU ESTICOINIG re yyetea ts Access poke aver Ginhertantscanfackasae elke $116,482.87 $116,403.68 $ 79.19 


NOTE: 


The provision for depreciation for the year 1943 has been estimated by officials of the Company and approved by 
the Board of Directors in an amount comparable with that provided in the previous year. The deductions claimed 
for depreciation in the Company’s Federal income tax returns are in excess of the amounts charged in the accounts 
and financial statements. Reference is made to Note 1 to the balance sheet with respect to the studies of the 
Company’s depreciation requirements. 


Summary of Earned Surplus 
For the Year Ended December 31, 1943 


Belance; December 31, 1942) per previous reports civs.cecescscscescusecevedadacdesccoroeseses.scesanouecs seevedssnaop sndauese $1,141,673.31 
Add—Net income for the year ended December 31, 1943..........scsscesssscssscssrsstscssescsscenscsecessooscesseesee 116,482.87 
Pie ACO LIOCOUL pe meni | OM cetera cc caceu sites covdict incense ioc dicteas uatcacutbadnedccsenedtoondwasteced Morte loscke tivedaubeavalle ner $1,258,156.18 
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